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A new plant at the Newton Industrial Center, Newton, Massachusetts. 


Planned Industrial Centers: 


HRE 


DEVELOPING NEW SITES 


The postwar years have witnessed a tremendous 
amount of new industrial construction. A_ trend 
toward decentralization of industrial facilities, de- 
velopment of production and warehousing tech- 
niques which call for single-story buildings for most 
efficient operations, and the high level of business 
activity in the postwar years have all played a part 
in shaping the pattern of growth. 

Planned industrial centers have provided an effec- 
tive method to achieve desired changes. Costly 
traffic congestion and a need for off-street parking 
areas and loading docks have caused manufacturing 
and distributing concerns to seek out larger parcels 
of land in noncongested areas. Most industrial con- 
cerns also want their new buildings set in attractive 
surroundings, with desirable neighbors and plenty 
of light and air. All of these factors have contributed 
to the formation in New England of several planned 
industrial centers which have purchased, graded, 
and parceled raw land in accordance with long-range 
comprehensive plans. They have also installed or 
arranged for needed utilities and services before 
offering sites to individual concerns. This article de- 
scribes eight planned industrial centers in New 
England which developed vacant land.’ 


Most OF THE FIRMS located in industrial centers serve 
local or regional markets, although there are some com- 
panies manufacturing for national distribution. The 
diversity of the concerns demonstrates that a wide 
variety of manufacturing and distributing activity can 
be harmoniously carried on in a carefully planned and 
controlled area. 

A shortage of suitable space in Boston, the high cost 
of land in the built-up downtown section, and high real 
estate taxes in the city have led to the establishment of 
four planned industrial centers on the periphery of the 
city. The Boston real estate firm of Cabot, Cabot and 
Forbes has sponsored three of these industrial centers. 
The firm has tried to promote the best use of land by 
developing the areas in accordance with comprehensive 
plans. Its objectives have been to encourage orderly 
erowth, minimize congestion, and stabilize property 


1A general discussion of the nature, advantages, sponsors, policies, and operation 
of planned industrial centers appeared in the February 1953 Monthly Review, 
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values. It imposes restrictions on concerns locating in 
its industrial districts which are designed to prevent 
the creation of conditions which have frequently led to 
deterioration of the value of other locations. 

Cabot, Cabot and Forbes and the Nordblom Com- 
pany co-sponsored the Cambridge Parkway Develop- 
ment in 1949 on a 200,000 square foot tract of land 
fronting on the Charles River in Cambridge. The site 
is only a mile and a half from the center of Boston. But 
since it is located outside of downtown traffic congestion 
and is on wide roads with good traffic flow, it is readily 
accessible to all parts of the city. The Cambridge 
Parkway Development is close to subway, bus, and 
railroad terminals, and offers off-street loading docks 
for trucking, as well as off-street parking facilities. All 
utilities needed by industrial concerns were available 
at the site. 

In addition, Cabot, Cabot and Forbes offered con- 
cerns locating in the Cambridge Parkway Development, 
as it also offers in connection with its other two industri- 
al centers, a “package plan” for construction and financ- 
ing of plants under one contract. Under its “package 
plan,” staff experts assist industrial firms in all of the 
operations connected with establishing a new plant. 
Cabot, Cabot and Forbes organizes an integrated group 
of individual and institutional investors to furnish 
money for preparation of sites and the financing of new 
buildings, provides architects and engineers to plan 
and design new plants, supplies legal advice, helps in 
selecting a competent contractor, and provides indus- 
trial development specialists to conduct all negotiations 
involved in planning, financing, and constructing a new 
plant. Experience demonstrates that concerns can start 
construction under the “package plan’ immediately 
without fear of major delays and pitfalls. 
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The flexible financing arrangements offered also ap- 
peal to many firms. Leasing or long-term purchase 
arrangements enable a qualified manufacturer or dis- 
tributor to have a plant built to its specifications with- 
out putting up a large amount of capital initially and 
tying it up in the plant. Many concerns have found that 
by using in their business money which was formerly 
invested in plants, they can earn a larger return. 

A number of concerns quickly recognized the ad- 
vantages of the Cambridge Parkway Development for 
distributing facilities, as well as the excellent advertising 
and prestige value of the location. The Parke Davis, 
General Electric, DuPont, Squibb, and Warren Brothers 
companies now occupy all of the area in the Cambridge 
Parkway Development. 

The Newton Industrial Center, located about two 
miles from the Boston city limits at the boundary line 
between Newton and Needham, was the first Cabot, 
Cabot and Forbes development. It was started in 1948 
by individual and institutional investors, under the 
guidance and direction of Cabot, Cabot and Forbes. 
The developers purchased a number of parcels of vacant 
land to make up a logical industrial center of 46 acres. 
The land had to be rezoned for industrial use. Then the 
developers improved and prepared the whole area for 
immediate construction before offering any sites. They 
removed trees and rocks, filled depressions, and leveled 
hills to bring the land to grade. Brooks and drainage 
ditches were relocated, and sewers, water, electricity, 
gas lines, railroad sidings and streets were installed. 


To sponsor orderly growth and protect the values of 
Ys 


industrial properties, Cabot, Cabot and Forbes applied 
professional planning and landscaping principles of ex- 
clusive residential development to industrial develop- 
ment. It enlarged upon the restrictive and protective 
aspects of the zoning ordinances through deed and lease 
restrictions, and through reservations requiring ap- 
proval. It regulates the relationship between land area 
and building area. Only certain types of construction 
are permitted. The outside walls of all buildings must be 
finished with brick to maintain architectural integration 
and to avoid the rapid obsolescence caused by unsightly 
and cheaper construction. Building lines must be at 
least 40 feet back from the main road in the Newton 
Industrial Center, 30 feet from all other streets, and 
15 feet from side lot lines. Landscaping with lawns or 
blacktopped parking areas is required within the setback 
areas. As far as possible, loading docks for rail and truck 
shipping must be on the sides of buildings which do not 
front on the street. All plans pertaining to landscaping, 
signs, and alterations are subject to prior approval. 
These restrictions, together with careful consideration 
of applicants for sites, have prevented objectionable 
uses of land or buildings which might be offensive or 
detrimental to existing and future concerns locating 
in the area. 

The construction of plants in the Newton Industrial 
Center has been carried out in a variety of ways. A 
concern can buy a site outright and finance and build 
a plant itself, in conformance with the restrictions im- 
posed. If a firm wants to be free from the detailed 
work, the developers will build a plant under their 
“package plan’’ for outright purchase, purchase on an 
instalment basis, or for long-term lease. Only two firms 
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have purchased land and built their own plants thus 
far. Most firms prefer long-term lease arrangements. 
Most leases are for 20 or 25 years, and are net leases, 
under which the tenant pays real estate taxes, insurance, 
maintenance, and heat, light, and power expenses. 
Various individual investors, insurance companies, 
savings banks, and university and other trusteed funds 
have provided the primary financing for the con- 
struction of plants. 

Only established concerns with high credit ratings can 
qualify for buildings financed on lease or instalment 
purchase contracts. The rental varies with the length 
of the lease, the financial position and outlook of the 
firm, the location of the plant, its adaptability to other 
uses, and other factors. 

Nine plants have been built in the Newton Industrial 
Center, and plans have been made for the construction 
of four more. Three of the concerns are manufacturers, 
while the others are distributors. Covenants do not 
govern the height of buildings, but every plant except 
one is a single-story structure. Economics of production 
and material handling, rather than restrictions, have 
led to the general use of one-story buildings. 

Since a large part of the land in the Newton Indus- 
trial Center was under option by 1952, Cabot, Cabot and 
Forbes started a new and larger center on land just 
across the river from the Newton Industrial Center in 
the town of Needham. It contains approximately 195 
acres of land fronting on the new circumferential high- 
way, route 128. It is only one-half mile from the 
Worcester Turnpike, carrying traffic west, and six miles 
from the main highway to the south and southwest, 
route 1. About 135 acres of this tract will be available 
for industrial concerns after land takings for improve- 
ment of route 128 and after spur tracks and streets 
have been installed. 

The developers selected the Needham location for the 
New England Industrial Center after careful studies of 
traffic flow, and because the Town of Needham has a 
long history of tax stability, both as to rates and as- 
sessments. After test borings were made to make sure 
that the land would carry industrial buildings without 
expensive foundations, and after the site was purchased, 
it was necessary to get it rezoned for industrial use. The 
developers then began grading the land, establishing 
drainage, and installing the utilities needed. 

While level land reduces expenses of preparing sites, 
the New England Industrial Center shows that strategic 
location of sizable plots of land is more important in 
developing industrial centers than merely level land. 
Well-located tracts can be graded to meet industrial 
requirements. To develop the area from its previous 
condition of wooded hills and a sand and gravel pit re- 
quired the moving of 1,653,700 cubic yards of earth. 
This equals the amount of earth that has to be moved 
for 8,269 average houses. When all streets and utilities 
are installed, there will be 8,200 feet of roads, nearly 
two miles of telephone cable, 3,050 feet of gas line, 
7,750 feet of water pipe, 10,450 feet of electric wiring, 
10,900 feet of storm sewers, and 6,600 feet of sanitary 
sewers. A spur railroad track has been extended into 
the area, and spur tracks will be available in every 
section of the New England Industrial Center. In ad- 
dition to railroad facilities, twenty-five trucking firms 
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serve the Center from a nearby terminal. 

The restrictions and protective covenants applied to 
the Newton Industrial Center are also being applied 
to the New England Industrial Center, except that 
setback areas are slightly greater. 

R. H. White has a 170,000 square-foot distribution 
plant in the New England Industrial Center, built 
under the “package plan.” The American Can Company 
is starting a 140,000 square-foot manufacturing plant. 
A 20,000 square-foot warehouse is now underway for 
Comfort Spring Corporation. Bigelow & Dowse plans 
construction of a 110,000 square-foot office, showroom 
and warehouse. Several other concerns are negotiating 
for an additional 1,300,000 square feet of the remaining 
3,500,000 square feet of industrial property in the 
Center. The careful consideration of applicants for 
property in the area, together with the restrictions 
imposed, have proved helpful in selling sites. An in- 
creasing number of industrial concerns realize that 
controls are necessary to maintain the attractiveness 
and convenience of industrial areas. 


The Natick Industrial Park 


Development of another industrial center in the 
Boston area has started recently. The Natick Industrial 
Park, located on the Worcester Turnpike in the town of 
Natick, 16 miles west of Boston, was established in 1952. 
The Natick Industrial Park represents an extension of 
the real estate activities of Martin Cerel and the 
Nordblom Company. 

The Natick Industrial Park contains approximately 
50 acres of land. The developers have graded most of 
the property. They have also installed two roads and a 
sewerage system into parts of the area. A railroad spur 
runs through the tract, and water, gas, and electricity 
are available. 

The Natick Industrial Park offers three propositions 
to acceptable concerns: (1) It will sell them land on 
which they can construct their own plant. But the 
Park regulates the type of structure that can be built. 
The concern must also be one whose operations do not 
create objectionable odors, noise, or smoke. (2) If the 
customer does not want to become involved in the de- 
tails of planning and constructing a building, the In- 
dustrial Park will supervise the architectural, engineer- 
ing, and construction work for a fee. (3) The Industrial 
Park will finance the construction of a building to a 
client’s specifications on a long-term net lease basis. 
Leases run from 15 to 25 years. 

The Natick Industrial Park has sold one 400,000 
square-foot parcel to the Ford Motor Company. It 
constructed a modern, one-story, 100,000 square-foot 
distribution plant which employs about 150 persons. 

The layout of the Natick Industrial Park and the 
policies pursued by the developers reflect careful con- 
sideration of the requirements of concerns that may 
want to locate there as well as the character of the 
nearby residential community. Town officials realize 
the benefits of industrial growth for improving the 
economic balance of Natick and have cooperated with 
the developers and prospective industries. 


The comprehensive planning and development of 


these four centers have presented desirable locations for 
the growth of the metropolitan Boston industrial area. 
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The Warwick Industrial Park 


The continuance of this type of development will con- 
tribute to more orderly growth for the whole area. 

The geographic location and industrial characteristics 
of the Boston area have favored the establishment of 
industrial centers. But such developments have not 
been confined to metropolitan Boston. Similar centers 
have started in four other New England cities. 

The Warwick 

The Warwick Industrial Park was started in 1951 by 
two Providence businessmen who lived in Warwick. 
These men wanted to relocate their automatic control 
valve manufacturing plant, which was then spread out 
in three buildings in downtown Providence. They needed 
larger and more modern quarters, and wanted to locate 
where employees, customers, aud suppliers would be 
free from traffic congestion. The concern also wanted to 
be located in an area with other attractive plants, and 
to have land available for parking areas, landscaping, 
and possible expansion in the future. 

After the firm decided to build in Warwick, Rhode 
Island, it found that a 70-acre abandoned dairy farm 
would be the best location. First this land had to be 
rezoned. The Warwick Industrial Commission helped in 
getting the City Council to approve a zoning change, 
and the Hammel-Dahl Company purchased 12 acres of 
land for its own use. To assure orderly development of 
the area, two officers of the Hammel-Dahl Company 
then formed the Warwick Industrial Park to purchase 
the remaining 58 acres. 

The Warwick Industrial Park started grading the 
land, constructing streets, and installing water, gas, and 
electricity into parts of the tract before offering parcels 
to other concerns. The developers also established a 
number of restrictions on the area. The principal con- 
trols require off-street parking and loading areas, that 
building lines be at least 50 feet from streets, that 
premises be landscaped, and that building plans be ap- 
proved by the developers. The type of concern that 
may locate in the tract is also closely controlled. 

The Park has arranged for the construction and 
financing of plants. The Park’s engineer will supervise 
the construction of buildings on a contract basis if a 
concern wishes. It also has a number of reputable out- 
side contractors on call. In addition, the Park will sell 
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land and permit the buyer to erect his own building if 
the plans conform to the general character of the area. 

The Warwick Industrial Park has not yet progressed 
far enough to give the whole area the attractive appear- 
ance that the restrictions and controlled development 
should ultimately provide. The first plant built in the 
area was the modern 50,000 square foot Hammel-Dahl 
building, completed in May 1952. 

\ second parcel of land and an old dairy barn was 
sold to the Post Realty Company in 1952. The real 
estate company remodeled the building, installed a new 
floor, office space, a heating system and sprinklers, and 
leased it to a manufacturer of advertising displays and 
equipment. The remodeled barn fills the needs of the 
company very well. 

Shortly after the Hammel-Dahl building was com- 
pleted, the Warwick Industrial Park started construction 
of a similarly designed and constructed, although much 
smaller building. It sold this plant to a group of local 
real estate investors, who formed the Industrial Realty 
Corporation to purchase the land and building. The 
Industrial Realty Corporation then leased the plant to 
a manufacturing concern. 

While the Warwick Industrial Park now has three 
concerns, less than one-fifth of the area has been de- 
veloped. The wide interest shown in the development, 
however, leads the organizers to believe that much of 
the remaining area will soon be used. 


The Lowell Industrial Park 


Business, banking, and civic groups have given broad 
support to industrial development efforts in Lowell. 
They recognize the need for modern industrial buildings 
that are adaptable to horizontal-line production. They 
hope these buildings will enable the city to attract new 
manufacturing concerns to employ displaced workers 
from the older industries and to make it possible for the 
city to grow. Unlike many New England cities, Lowell 
has desirable sites available for modern plants. 

Under the guidance of the Lowell Development and 
Industrial Commission, a local industrial development 
corporation called New Industrial Plants Foundation 
of Lowell, Inc., was formed in 1952. The foundation 
purchased 110 acres of land from the city and started 
developing it into a planned industrial district. This 
tract, known as the Lowell Industrial Park, is only 
about two miles from the center of the city. It borders 
on the main north-south and east-west highways serving 
the area, and a railroad runs through the Park. All 
utilities needed by industries are available. While the 
utilities and services have not been extended into all 
parts of the area, the Lowell Industrial Park offers a 
number of prepared sites for new plants. 

Twenty-five local businessmen each invested $5,000 
in the New Industrial Plants Foundation to purchase 
the land and furnish the equity capital for the con- 
struction of the first plant in the Lowell Industrial 
Park. With this $125,000, supplemented by money 
borrowed on a mortgage from a local bank, the founda- 
tion started construction of a 42,000 square-foot modern 
industrial building in November 1952. 

The object in building this plant before a tenant or 
purchaser was found was to offer proof of the helpful 
local spirit and to get the development effort started. 
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The persons who put money into the project had con- 
fidence that a concern would be found that would buy 
or lease this plant when completed. The Lowell group 
acquired the land for the industrial park for a nominal 
sum, and construction costs for this type of building 
were exceptionally low — about $4.50 a square foot. A 
further advantage was that the men who bought deben- 
ture bonds of the foundation did not expect to make 
speculative profits. All they can receive is their original 
investment back, plus six per cent interest. Any profits 
accruing to the foundation will go to three local hospitals 
and the community chest. 

In May 1953, just before the first plant was com- 
pleted, CBS-Hytron purchased it. They expect to em- 
ploy about 1,000 people by autumn. CBS-Hytron also 
took an option on five acres of property adjoining their 
plant for possible further expansion. 

The New Plants Foundation plans to use the money 
received from the sale of its first plant to develop the 
industrial park further and to build other plants. Plans 
for a new 60,000 square-foot building on the same gen- 
eral pattern as the first plant are being considered. 

In addition to building plants for sale, the New In- 
dustrial Plants Foundation is prepared to completely 
finance new plants and lease them to selected industrial 
firms. If manufacturers prefer, the foundation will sell 
sites in the industrial park for concerns to construct 
their own buildings, provided they conform to the plans 
for the area. 

By establishing a local development corporation and 
a planned industrial center, the Lowell Development 
and Industrial Commission has paved the way for a 
long-range building program in Lowell which should 
help in diversifying the industrial base of the area and 
enabling it to grow in an orderly fashion. 


Industries. Ine. 


Much of the postwar commercial growth of Portland, 
Maine, has been in the planned area developed by In- 
dustries, Inc. During the last few months of the war, the 
Portland Chamber of Commerce received a_ large 
number of inquiries about plant sites. These inquiries 
aroused considerable interest among some members of 
the Chamber of Commerce. 

The interested individuals realized that industrial 
real estate operations would require considerable time 
and money. Since the Chamber of Commerce itself 
could not engage in real estate business, the interested 
group formed a separate real estate company, called 
Industries, Inc., to purchase the last remaining un- 
developed tract of land close to the city, to improve it, 
and to make it available to manufacturing and dis- 
tributing concerns. 

Public sale of stock in Industries, Inc. to local 
businessmen provided $100,000. Industries, Inc. used 
this money to purchase a 1,000,000 square foot tract of 
land close to the city called the Marginal Way, to install 
a railroad siding, and to lay out various size parcels 
within the area. Industries, Inc. also had engineering 
tests made in the area. In addition, plans were made 
for servicing the area with roads, sewers, electricity, 
gas, and water. 

Most of the firms which have purchased land in the 
area have financed their own buildings. A Portland con- 
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Bangor’s New Industrial District 


tractor has built and financed the rest of the buildings 
for long-term lease to selected tenants. Industries, Inc., 
however, stands ready to provide financial and con- 
struction services if suitable concerns desire them. 

Industries, Inc. has operated as a separate, self- 
supporting real estate company, entirely divorced from 
the Chamber of Commerce insofar as finances are con- 
cerned. The recovery of the expenses of purchasing the 
land and developing it depend upon selling sites. Sale of 
land began during the latter part of 1945 and has 
progressed at a satisfactory rate. The corporation has 
sold about 60 per cent of the land, and has repaid 
liquidating dividends totaling three-fifths of the original 
investments of stockholders, in addition to dividends 
from earnings. 

Some purchasers of land started construction of plants 
immediately, while others have delayed building plans 
for a variety of reasons. Eight new plants with 150,000 
square feet of space have been constructed in the area. 
Most of these buildings have served as warehouses for 
distributing concerns. The existing space in the rede- 
veloped shipyard and in the Thompson’s Point indus- 
trial center? have provided enough suitable space for 
most manufacturing concerns, so that only one manu- 
facturer has built a plant in the Marginal Way. 

Industries, Inc. has benefited the community as well 
as its stockholders. It is in good financial condition to 
continue its work of providing suitable industrial sites 
for a growing community. 


The Bangor Real Estate Development 
Company 


When the war ended in 1945, a wholesale grocer and a 
hardware jobber who were located in the downtown con- 
gested area of Bangor began looking for new sites for 
their warehouses. After surveying the entire area, they 
decided that the most desirable location was a tract of 
land about 24 miles from downtown Bangor, located 
on the main line of the railroad and on U. S. Route 2. 
The area consisted of a 260 acre farm. Since the interests 
of the two wholesalers coincided, they formed the 
Bangor Real Estate Development Company to pur- 
chase and develop the land. 

After the land was purchased, the real estate com- 
pany, with the help of engineers and architects, laid out 
parcels of land in the part of the district that it would 
first develop. It drained part of the area, graded it, and 
installed roads, sewers, electricity, drainage facilities, 
and water. These improvements were financed partially 


2 See the March 1953 Monthly Review for a description of these districts. 
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by the development company and 
partially by the city, under arrange- 
ments the city offers to anyone. The 
real estate company also had test 
borings made throughout the area to 
provide data on the type of land and 
the loads it will bear. The Maine 
Central Railroad built a lead track to 
the edge of the district and the real 
estate company financed over a mile 
of spur tracks inside the district. It 
extended tracks to the rear of sites to 
prevent interference with street traffic, 
truck loading docks,and parking areas. 

The two wholesalers first built modern, one-story, 
brick, air-conditioned buildings for their own use in the 
area. These buildings were purposely built one block 
back from the land fronting on the main highway so 
that this area would be available to concerns that might 
want a location on the main highway for advertising 
or other reasons. 

The next concern to build in the district was Sears- 
Roebuck. Sears surveyed the whole Bangor area to 
determine the best location for a new warehouse. It 
concluded that the area owned by the real estate com- 
pany was the most desirable one. When Sears found 
that all utilities were already available in this area, it be- 
came even more valuable. Sears purchased a parcel of 
land from the development company and constructed 
its own plant. 

A fourth firm has leased a portion of the wholesale 
grocers building, which was purposely constructed 
larger than required to allow for future expansion. 

The Bangor Real Estate Development Company has 
sold other parcels of land to a paint and glass dis- 
tributing firm which constructed a new building in 1952, 
and to a storage concern which has started construction 
of a 30,000 square-foot warehouse. The Development 
Company has also sold sites to two other concerns which 
plan to open branch operations in Bangor. Other parcels 
of land in the 260 acre tract which are unsuitable for 
industrial use have been used for a 76-room motel, a 
garage, and a restaurant. 

The whole area has been planned, with streets and 
rights-of-way laid out to provide for future growth. The 
Bangor Real Estate Development Company carefully 
screens applicants for land in the area before it sells 
sites. They must blend well with concerns already 
located in the district. They must also agree to certain 
restrictions on the use of the land, such as setting their 
buildings back 50 feet from the streets, and establishing 
off-street parking lots and off-street loading areas. 

Before the development of the industrial district, the 
city received $400 in real estate taxes from this tract of 
land. The amount of taxes collected by the city has in- 
creased each year since 1945, and totaled $31,000 in 
1952. The city’s investment in roads and in water and 
sewerage systems to hasten the growth of the area has 
proved a wise one. It has already received a larger 
amount in taxes than it spent to help prepare the tract. 
The Development Company’s long-range planning has 
led to the growth of an attractive, well-located in- 
dustrial and commercial area, and the selection process 
and controls imposed should keep it this way. 
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Net Profits Advance 


AT N. 


TOTAL EARNINGS, total expenses, net current earnings, 
and net profits after taxes set new records at district 
member banks during the first half of 1953. Net profits 
aggregated $20.6 million and surpassed by about 13 per 
cent those reported in either of the half-year periods 
in 1952.’ Both the reserve city banks in Boston and the 
country banks outside shared the increases although net 
profits at the country banks were little changed from 
those reported for the second half of last year. 

The larger total earnings more than offset heavier 
expenses and increased tax payments. The gain in oper- 
ating earnings coupled with reduced net losses and 
charge-offs and additions to valuation reserves aug- 
mented the rise in net profits. On an annual basis, net 
profits represented a return on capital accounts averag- 
ing 6.6 per cent as compared with 6.2 per cent in 1952. 

Gross earnings totaled $114 million, 12 per cent more 
than those reported in the first half of last year and 
four per cent above those in the second half. The ex- 
pansion of gross earnings was accelerated by increases 
in earnings on loans. Loan earnings at both the Boston 
and country banks reflected higher rates and a larger 
volume of outstandings than those in 1952. All major 
groups of loans increased, but the largest single increase 
was in the relatively high yield consumer loans. 

Earnings on U. 8S. securities were lower at Boston 
banks than in either half of 1952. Outside banks re- 
ported earnings on U. S. securities unchanged from the 
last half of 1952 but 11 per cent higher than those re- 
ported for the first half. Both groups of banks made 
reductions in holdings of these securities in order to sup- 
port increases in total loans. Bank holdings of other 


1Usual differences in some earnings and expense categories do not invalidate 
comparisons of first half-year earnings with those in the second half. However, 
bonuses paid to staff, and losses and charge-offs are usually reported in larger 
volume in the second half of the year than the first. 





MEMBER BANK EARNINGS, EXPENSES, AND PROFITS 








(A ts in Tho ds of Dollars) 
| Boston Other First District Banks 
| % Change % Change 
| from from 
First Half | Second Half | First Half | Second Half 
| 1953 1952 1953 1952 
Earnings: $39,521 + 4.2 $74,538 3.4 
Interest received on | 
bonds and stocks..| $ 7,970 —11.9 $20,238 0.2 
Interest received on | 
loans and discounts| 21,959 +10.1 40,556 + 6.3 
Service charges on | 
deposits......... | 812 —24.4 5,120 + 6.9 
Trust department.... 4,238 + 4,7 4,046 10.2 
All other income.... 4,532 +19.3 4,578 + 2.9 
Expenses: $22,262 3.3 $48,122 + 1.2 
Salaries and wages.| $12,134 3.6 $22,856 0.3 
Interest paid on ti.ne | 
deposits.........] 844 + 2.1 7,039 + 3.2 
All other expenses... 9,284 + 3.0 18,227 + 1.6 
Net Current Earnings..| $17,259 + 5.4 $25,415 + 7.6 
eT eee Tee $ 528 — 80.0 $ 4,141 —18.4 
Profits before income 
PONG <0 05 5048 60% $16,731 +21.9 $22,275 +14.4 
Taxes on net income... 8,235 +-29.5 10,145 +35.1 
DO SRG 6 6.500 2000s $ 8,496 +15.3 $12,130 + 4.9 


Dividends declared 


on common stock. $ 4,328 — 20.3 $ 5,490 





EK. MEMBER BANKS 


types of securities increased while earnings leveled off. 

Current expenses for the half year reached $70 mil- 
lion. The major component, salaries and wages, ad- 
vanced about seven per cent over the figure in the first 
half of 1952 but was practically unchanged from that in 
the second half. Interest paid on time deposits showed 
another large percentage increase at country banks. 
Higher rates were paid depositors to meet competition 
of other institutions, and time deposits in the aggregate 
continued to rise moderately. All other current ex- 
penses, principally occupancy and maintenance of 
banking quarters, were moderately above 1952 levels. 
Boston and outside banks reported approximately the 
same increases in total expenses over those in each half 
of 1952, but a greater rise in operating earnings at the 
country banks enabled them to show a larger percentage 
increase in net current earnings. Net current earnings 
of all banks aggregated $43.6 million, a 17 per cent in- 
crease over those in the first half of 1952 and six per 
cent over those in the second half. 

In Boston, noncurrent transactions (net of recoveries, 
profits, losses and charge-offs, and valuation reserve 
additions) were a much smaller charge on net current 
earnings than in either period of 1952. Outside the city 
these charges, although lower than in the second half 
of 1952, were substantially above those in the first half. 
At both groups of banks net losses and charge-offs on 
securities were significantly larger than in either period 
in 1952, reflecting the lower security prices which pre- 
vailed during the half year. 

Boston banks’ profits before taxes amounted to $16.7 
million, an increase of 18 per cent over the figure in the 
first half of last year. Banks outside Boston reported 
an increase of about 15 per cent — reflecting the heavier 
charges on their nonoperating income. Provision for 
income taxes (including excess profits taxes) amounted 
to $18.4 million — about 20 per cent more than in the 
first half of 1952 and almost a third more than in the 
second half. The percentage increase was about the 
same at both groups of banks. 

Dividends paid, $9.8 million, were moderately larger 
than those last year but remained conservative and 
amounted to two per cent of capital accounts. The 
balance of net profits, $10.8 million, was used to 
strengthen capital. 


Changes in Principal karning Assets 


Commercial loans — The high level of economic 
activity in the District as in the preceding two years 
carried with it a large demand for credit. Contrary to 
the expected pattern, business loans failed to develop a 
large volume of seasonal net repayments during the half 
year. In fact, new records for business loans were set 
in mid-March when outstandings reached $1.4 million. 
The increase reflected in part corporate borrowing for 
tax purposes in order to conserve working capital. 
Loans receded from this peak during the second quarter, 
but at the end of June were still above the year-end 
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level and nine per cent above that on June 30, 1952. 
Expansion of business loans during the half year was 
concentrated in the textile, trade, and construction 
groups. Other important borrowers were sales finance 
companies and chemical and rubber manufacturers. In 
June, heavy net repayments by these groups from the 
proceeds of new security issues were important in re- 
ducing total business loans. Food and commodity pro- 
cessors made net repayments throughout the half year. 
Interest rates on short-term loans to business moved 
up sharply during the second quarter. The rise was most 
pronounced on loans of over $200,000 but the average 
rate paid on the smaller loans also rose. On June 15 
the average rate in Boston was 3.76 per cent compared 
with 3.46 per cent a year ago. The rate to “prime” bor- 
rowers was advanced to 314 per cent late in April. 
Real estate loans — Residential loans continued 
to expand, but at a rate somewhat below that in either 
half of last year. On June 30 they had reached $427 
million, four per cent above the amount at the year end 
1952. Private nonresidential building loans also ex- 
panded further. Rates on VA and FHA mortgages con- 
tinued to be regarded as unattractive, even after the 
increase to 414 per cent in early May. The bulk of the 
expansion in holdings was in conventional mortgages. 
Consumer loans — Demand for consumer instal- 
ment credit was strong throughout the half year. The 
rising volume of consumer expenditures for autos and 
other durable goods was accompanied by a rapid rise in 
the use of credit. Automobile sales financing rose 35 per 
cent while the rise in loans to finance other durable 
goods was more moderate — 14 per cent. Total con- 
sumer instalment loans reached $375 million. 
Investments — Holdings of securities of district 
banks were off 11 per cent from amounts held at the 
year end. The reduction was caused by sales of govern- 
ment securities to meet loan demand and deposit losses 
which occurred during the second quarter. Increases 
were made in holdings of state and municipal obligations 
as these yields became more attractive relative to 
others, and swaps were made for tax considerations. 


Recent Money Market Developments 


Federal Reserve policy during the first half of 1953 
was suited to a high and extended business volume. The 
half year was characterized by a level of economic 
activity which increased moderately from the previous 
high level. Prices were generally stable and employ- 
ment established new records. Capital expenditures set 
new records. While the economic situation continued 
strong, financial markets were unsettled at times and 
some observers on occasion expressed uncertainty about 
the business outlook. 

In this setting, Federal Reserve policy during much 
of the period was one of increasing restraint. Banks in 
New England and in the nation experienced increasing 
pressure on their reserve positions. Until early May 
they could obtain reserves to support their deposit 
expansion only at their own initiative by borrowing 
at the Reserve banks. During temporary periods of 
severe tightness in the market, however, the System 
made reserves available by buying Treasury bills under 
repurchase contracts with dealers. Repurchase by the 
dealers removed reserves after the period of strain. 


AUGUST 19 


MEMBER BANK STATEMENT OF CONDITION 








(A ts in Th ds of Dollars) 
Boston Other First District Banks 
% Change % Change 
June 30, from June 30, from 
1953 Dec. 31, 1953 Dec. 31, 
| 1952 1952 _ 
Total Assets.....ccee0 $2,593,013 — 6.0 $4,646,929 — 37 
Total reserves, cash 
and balances.... $ 646,531 — 2.9 $ 969,421 — 87 
Total investments .. $ 768,801 — 16.7 $1,958,284 — 8.2 
U. S. securities.... 591,241 — 24.3 1,555,593 —11.5 
Other securities... 177,560 +249 402,691 + 7.2 


Total loans and 


discounts....... $1,124,932 + 2.0 $1,651,413 | + 5.8 
Commercial and 
industrial loans. 764,247 — 1.1 638,187 + 4.3 
Real estate loans. . 116,801 + 63 490,878 + 4.0 
Other loans to in- 
dividuals. ..... 179,721 +12.9 461,745 + 9.9 
All other loans.... 86,942 | + 3.9 85,286 + 4.5 
Reserve for bad 
debt losses, etc.. 22779 | + 18 24,683 + 1.6 
All other assets...., $ 52,749 —19.5 $ 67,811) + 3.3 
Total Liabilities and 
Capital Accounts. .| $2,593,013 — 6.0 $4,646,929 | — 37 
eee | $2,344,418 — 67 $4,278,783 — 4.1 
Demand deposits.|_ 2,102,772 | — 7.1 3,070,306 | — 63 
Time deposits... . | 181,072 | — 27 1,159,878 | + 1.4 
All other liabilities 60,567 | — 66 | 48,599 +14.0 
Capital accounts...| $ 248,595 + 1.7 $ 368,146 + 2.3 








Large credit demands combined with reduced avail- 
ability of reserve funds for expansion contributed to a 
substantial and general rise in interest rates which 
affected all sections of the money market. Yields on 
outstanding and new security issues rose appreciably. 
Rates on VA and FHA mortgages were raised in early 
May and conventional mortgage rates rose further. 

The tight capital markets and the change in structure 
and level of interest rates contributed to difficulties in 
marketing long-term securities and to further tightness 
in some sections of the mortgage market. The rise in 
rates was intensified by a combination of developments. 
The new 314 per cent 30-year Treasury bond offered 
on April 13 in direct competition with heavy corporate, 
state and local government financing increased pressure 
on the capital market. The practically concurrent 
advance in the “prime loan” rate at New York banks 
had a psychological effect which influenced subsequent 
trading of longer-term governments. Apprehension 
in the market was intensified by concern over the effects 
which continuation of a restrictive System policy 
might have on the sale and rates on new issues and on 
the ability of the Treasury to borrow the large amounts 
it would need without seriously disrupting markets 
which were already pressed to supply heavy private 
sapital demands. 

The System relieved much of the uncertainty about 
pressures on the markets in mid-May when it began to 
supply reserve funds through open market purchases of 
Treasury bills. From mid-May through June these pur- 
chases aggregated about $1 billion. In recognition of 
the additional credit needed to meet seasonal demands 
and future Treasury financing, the System late in June 
announced a reduction of required reserves against 
demand deposits to be effective in early July. This 
action released another $1 billion of reserves and gave 
more confidence to the market which was reflected in 
firmer prices of securities. The present business out- 
look suggests that private and government demands 
for credit may be larger in the aggregate for the balance 
of the year than they were a year ago. 
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Most INDUSTRIES IN NEW ENGLAND experienced the 
usual summer slowdown in June and July, but it was 
less pronounced than in recent years. 

New orders received by business firms in the region 
during July were generally at a satisfactory rate for 
that season of the year. Department store sales showed 
improvement over year-ago levels, and the large volume 
of outstanding orders for merchandise reflected an 
optimistic attitude. Electric energy production ran 
well above year-ago levels. The number of business 
failures was lower during June than in the correspond- 
ing month last year. In the field of construction, how- 
ever, the year-to-year comparison was less favorable. 
The value of all contracts awarded in New England 
during June was 38 per cent lower than in June 1952, 
but July awards were eight per cent higher. 

Nonfarm employment in New England ran well above 
year-ago levels through midsummer. The electrical 
machinery or transportation equipment industries pro- 
vided one out of every four new jobs shown in the year- 
to-year comparison for June. The contract construction 
and nonelectrical machinery groups recorded a year-to- 
year decline in employment, but the textile industry 
provided 9,000 more jobs than in June 1952. The level of 
unemployment in New England has been relatively low 
this summer. In July unemployment insurance claims 
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Business Remains Buovant 


were about 40 per cent lower than they were a year ago. 

Business loans outstanding in District I tapered off 
slightly in July. Large debt reductions occurred among 
commodity dealers and firms in the food, liquor, and 
tobacco and miscellaneous nonmanufacturing indus- 
tries. Business and agricultural loans declined slightly 
from June to July but remained about 11 per cent 
higher than a of a year ago. 

The trend of automobile sales continued to be of 
interest as an salem of general economic conditions. 
Sales of new cars in Massachusetts slowed somewhat in 
July from the brisk pace in June. Cumulative sales for 
the first seven months of 1953, however, ran 39 per cent 
higher than the comparable figure for 1952, and four 
per cent above that for 1951. 

Average prices advanced somewhat during July at all 
levels of distribution. The U. S. weekly wholesale price 
index rose slightly, reflecting mainly increases in the 
prices of livestock and meats. The daily price index 
of 22 commodities showed a gradual rise during July. 
Despite the increase, on July 31 the all-commodities 
index was slightly below its pre-Korea level and about 
35 per cent below its post-Korea peak. A boost in food 
prices during June lifted the U. S. consumer price index 
to a level one per cent higher than in june 1952, and 12 
per cent higher than in June 1950. 
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